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General Business Conditions. 


USINESS has had hard conditions 
to contend with during the last 
month, the volunteer railroad strike, 
unauthorized by the regular brother- 
hoods, being the most serious fac- 
tor. The congestion on the roads was very 
bad before, and this was the finishing touch 
of demoralization. Coal supplies were short, 
many industries were forced to close down 
and in the aggregate vast losses were inflicted 
upon the public, the larger part of which falls 
upon the people who work for wages... Every 
such interruption of industry is most harm- 
ful to those whose earnings afford only a small 
margin above the actual necessaries of life, 





and, while always to be regretted, probably is - 


a necessary part of the public education in the 
economics of practical affairs. It is evident 
that a gross offense against the public is com- 
mitted when a body of men employed upon 
such a vital industry as the railroads suddenly 
quits work by agreement. It is not a conflict 
between labor and capital, but a violation of 
trust in which the public is the injvred party. 


Reaction in Japan. 


Much has been made of a critical situation 
which has developed in Japan, as possibly in- 
dicating the beginning of an industrial reac- 
tion which might extend from country to 
country, bringing on a general fall of prices 
and perhaps financial disaster, as in the crises 
which in the past have followed upon war and 
periods of inflation. 


It has been known for some time that 
credit was over-extended in Japan, and that 
speculation in stocks and new industrial en- 
terprises was a considerable factor in the situ- 
ation. The leading bankers of Japan com- 
mented freely upon the situation at the an- 
nual bank meetings about the beginning of the 
new year, and have been trying to control it. 
There is no evidence yet that the situation has 
gotten seriously out of hand. It is said that 
the fall of prices on the stock exchange has 
been very great, causing a temporary closing 
of exchanges, which have since reopened, but 
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only two banks have been reported as closed, 
one of which would receive assistance to re- 
open. This is not much like the panic of 1873 
in the United States or even that of 18953. 


United States Not Involved. 


The situation in the United States is not so 
related to the situation in Japan as to be di- 
rectly affected to an important degree. The 
price of raw silk has fallen about one-third, 
but this has been going on over several 
months, and although the stocks of silk in 
this country are considerable they are said 
not to amount to more than three months’ 
consumption. No important disturbance in the 
silk trade is reported here. 

So far as the stock market conditions are 
concerned, the situation here is not similar to 
that said to have existed in Japan. Although 
there have been new flotations and speculative 
advances in some stocks in months past, a 
substantial reaction has occurred in most of 
them, and the general level of listed stocks is 
very low as compared with any time in the 
past. The whole railroad list is in marked 
contrast with what it was in 1907, and gen- 
erally speaking the listed industrials are also 
low when consideration is given to the new 
values which have been put into the proper- 
ties in recent years. The amount of loans upon 
listed stocks, taking account of the total vol- 
ume of stocks now listed, the property values 
behind them or the proportion of such loans to 
other bank loans, is low as compared with 1907 
or other periods when stock speculation has 
reached a climax. 


Trade Conditions Generally Sound. 


There is no evidence that stocks of goods 
are excessive in this country. Reports com- 
monly are that dealers have difficulty in get- 
ting goods fast enough to take care of their 
trade. It is true that the pressure for credit 
indicates that inventories are high, but this 
seems to refer to raw materials rather than to 
goods ready for the consumer’s market, and 


‘this condition results largely from the delays 


and uncertainties of transportation, Manufac- 
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turers find it necessary to carry larger stocks 
to be sure of having enough to keep their 
establishments running in all departments. 
Large stocks at the present level of prices are 
undoubtedly an element of danger, but the 
manufacturing industries of this .country are 
generally in a stronger position as regards the 
relation of assets to liabilities than they have 
been in the past. 

Conditions the world over are not such as to 
suggest a state of over-production in any of 
the essential industries in the near future. The 
conspicuous feature of the situation is the 
great backed-up demand for construction 
work, and there is no record of panic and in- 
‘dustrial depression ‘in the face of such a pros- 
pect.’ The needs for houses, for railroad 
equipment and for construction work of many 
kinds in our own country, not to speak of the 
needs of other countries, are imperative. 


Problems and Perils. 


There are problems and perils more serious 
even than those involved in a business reac- 
tion. The state of the public mind toward 
the present industrial organization, the pre- 
vailing unrest in industry, the shortage of 
capital for making needed improvements in 
industry and transportation, the detachment of 
wages and prices from the gold standard and 
the growing confusion resulting therefrom, 
are all matters to give serious concern. The 
modern industrial organization is a very com- 
plicated one. It must be so in order to supply 
the wants of the present population at the 
présént standard of living. The fact is that 
the necessary organization is so complicated 
that few people comprehend it, or understand 
the economic laws which govern it. Hence 
there is endless interference with its normal 
workings, to the injury of all. An application 
of the fundamental principles upon which so- 
ciety has made all its progress in the past, 
practicing industry and thrift, would rapidly 
improve conditions. There is nothing in the 
financial or industrial situation which would 
not be quickly remedied by increased produc- 
‘tion, but society will not make a success of 
trying to divide more than it produces or gain 
anything by breaking down the industrial or- 
ganization. The latter is subject to change, 
but nobody will be better off for changes 
which reduce production. . 


Wage and Price Advances. 


The cost-of-living situation is not encourag- 
ing. The backward spring has delayed the 
coming of fresh food supplies and exhausted 
storage supplies, causing advances which with 
normal conditions might not have occurred. 
The tie-up of transportation has had a similar 
influence, and the tendency of prices has stimu- 


lated the demands for wage increases. More- 
over, the general unsettlement of wages and 
prices has reached the point where it is no 
longer related in the public mind to the war, 
or considered as something temporary. The 
war was ended a year and a half ago; there 
was some expectation then of a fall of prices, 
but it has not been realized. All of the old 
standards and relationships are lost, and a 
habit of getting what you can has been de- 
veloped. Wages in some lines have not kept 
pace with the cost of living, but in other lines 
have more than done so, and workers in the 
latter industries are as eager for more as 
those in the former. Those who received the 


-early advances lose the value of them as other 


advances are made, and now seek to recover 


the gains they have lost. So wages are jacked 


up first in one quarter and then in another, 
each successful demand suggesting others. 

The bituminous coal miners have had a raise 
and anthracite miners are after one. The rail- 


.road employes are asking for 60 per cent ad- 


vance, and there are rumors of more demands 
in the textile industries. In England the em- 
ployes in textiles at Lancashire are out for 60 
per cent increase. The rise of wages increases 
the purchasing power of the recipients and 
this increases the demand for goods, driving 
up prices so that apparently the situation is as 
far from being stabilized as ever. Groups 
which have suffered unfairly heretofore like 
school-teachers and other public employes, are 
having their claims recognized, at least to 
some extent, which will increase taxation and 
have effects yet to be confronted. Each new 
development imposes further burdens some- 
where and stimulates further demands. There 
is little recognition that these troubles have their 
root in the loss of capital caused by the war, re- 
sulting in low production as compared with the 
wants of the population, and that a remedy must 
be applied here. 

The - Commissioner of Labor Statistics, 
Washington, D. C., in a recent statement goes 
to the heart of the situation when he says: 

The profiteer is being blamed on all hands for the in- 
crease in prices. Undoubtedly, profiteering of a most rep- 
rehensible sort has existed and does exist to-day, but the 
profiteer is a result of ever-increasing prices rather than a 
cause thereof. His influence in boosting prices is —. 
If all the profiteers in the world could be apprehended and 
thrown into jail or lined up and shot it would have no 
appreciable influence upon prices. 

It has been suggested that the abnormally high prices 
are psychological in origin and that prices will fall just as 
soon as the people can be made to think falling ~rices. 
Of course, psychology is involved in every price, but the 
larger quantities of currency and the smaller amounts of 


commodities are physical facts that no psychic legerde- 
main can overcome. 


Trade and Industry. 


.The steel industry had the biggest month 
in its history in March, the enlarged capacity 
upon which construction was begun during the 
war being now largely completed. It is calcu- 
lated that steel-making capacity is now above 
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50,000,000 tons per annum. The railroad strike 
has cost the industry the equivalent of about 
one week’s full production. The mills are sold 
up for the greater part of the year. The 
United States Steel Corporation holds to its 
policy of maintaining the figures of a year ago, 
but the independents have followed the mar- 
ket more or less closely, as a rule the smaller 
producers avoiding advance commitments and 
getting the benefit of higher prices for prompt 
deliveries. 


The textile industries are under continued 
pressure for goods, prices showing little 
change except in silk goods, for which the raw 
material is lower. The silk mills are sold well 
ahead and are declining to’ accept cancella- 
tions. Sales of the domestic crop of wool are 
beginning to be reported at prices 10 to 15 
cents per pound above those of last year. Low 
grades of wool, of which there are large stocks, 
remain neglected, at comparatively low prices. 
Manufacturers are perplexed to know how to 
utilize them, as efforts to work them into sale- 
able goods have so far resulted in losses. The 
public wants high grade clothing. 


Increased Employment. 


Reports collected by the Bureau of Labor 
Statistics at Washington make a remarkable 
showing of increased employment in many 
industries over a year ago. All industries in- 
cluded in the inquiry report an increased num- 
ber of employes in March, 1920, over March, 
1919, and following are the figures for some 
of the larger ones: 


Number on pay roll 
Estab. March, March, 
reporting. 1919. 1920. Changes. 
126,434 +379 
63,710 + 9.1 
48,535 —12.6 
16,746 — 82 
+55.4 
+462 
+16.0 
+20.4 
+ 65 
+10.7 
+110 
+10.3 
F +93.6 


There was some hesitation in industry in the 
early months of last year, but in the main these 
increases have come from the demobilization of 
the army and workers attracted from other in- 
dustries, notably agriculture. 


General trade is good in all parts of the 
country, although some timidity has been evi- 
dent in wholesale circles, prompted by the re- 
ports of trade reaction and panic in Japan and 
by heavy selling on the New York stock ex- 
change, which also had its impulse in the news 
from Japan. 


Industry 
Automobile 
Boot and shoe....... 
Car building 
Cigar 
Men’s clothing .... 
Cotton finishing... 
Cotton mfg..........0 5, 
Hosiery and und.. 
Iron and steel 


58,392 


The Scarcity of Capital. 


The credit situation all over the world has 
shown the signs of increasing pressure dur- 
ing the past month. The Bank of England 
discount rate was raised from 6 to 7 per cent, 
the Bank of France rate from 5 to 6, the Bank 
of Sweden rate from 6 to 7, the Bank of Fin- 
land rate from 7 to 8, the Bombay rate from 
7 to 9. The Bank of Japan rate has been at 8 
per cent since last November. 

These advances have been made for the 
purpose of holding the demands for credit in 
check, and of course the demands for credit 
are due to the scarcity of real capital. Ther¢ 
is a demand for goods of every kind in excess 
of the supply, and there is great need of in- 
creased capacity in production. The world has 
not gotten back to normal production and it 
is behind with development work and con- 
struction. Moreover, it is not even using the 
existing productive equipment to the former 
extent, for the hours of labor have been re- 
duced. With production thus limited, and with 
the people trying to buy more goods than 
there are in existence, and seeking in despera- 
tion to make credit take the place of capital in 
production, there is great pressure on the 
banks for accommodations. * 

In short, the same process of inflation which 
was carried on during the war is still going on, 
and the rise of bank rates represents an ef- 
fort to check it. 

The Pennsylvania Railroad Company, a cor- 
poration of the highest credit, if any railroad cor- 
poration can be said to be entitled in these days 
to that classification, has borrowed $50,000,000 
during the past month for ten years at 7 per 
cent interest. That, and the declining market 
values of Government bonds, tell the story of the 
scarcity of capital. 





Foreign Trade. and Exchanges. 


Once again the monthly figures for foreign 
trade give a surprise, the exports of this coun- 
try in March, at $820,000,000, being the second 
largest on record, while the imports, at $484,- 
000,000 were the largest of any month in the 
history of the country. The increase of im- 
ports is not surprising, as they have been grow- 
ing steadily and are but $10,000,000 above 
those of January, but the rise of exports was 
unexpected. For one reason, exports of farm 
products usually taper off in the spring months, 
and, again, it had been thought that the apex 
of exports was passed owing to. exchange con- 
ditions. The persistence of the export move- 
ment under the circumstances confounds all 
expert opinion. 

The increase of exports makes it more diffi- 
cult to account through our direct relations 
with London, for the rise of sterling exchange 
which occurred in March and which was well 
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sustained throughout April. Undoubtedly the 
announcement that the Anglo-French loan 
would be paid had a good sentimental effect, 
but it is not probable that this alone caused 
the rise of exchange. Nothing can sustain ex- 
changes rates but exchange purchases, and it 
is not likely that speculative parchapes have 
caused the rise. 


, 


-Two explanations are made which are 
reasonable. In the first place it is said that the 
offerings of sterling bills during the last two 
months have been comparatively light, the ex- 
ports of these months having been financed 
earlier. In the second place it is said that the 
balances of trade against us in India, the Strait 
Settlements and Dutch East Indies are being 
settled in sterling. In other words we are 
drawing on our credits in London to pay our 
debts in Asia. England’s shipments to Asia, 
particularly of cotton goods, have been large of 
late, and appear to have placed her in position 
to use credits there in settlements with us. 
Silver shipments to Asia have been light, and 
the price has declined in consequence, from 
about $1.30 to $1.15 at the low point, with a small 
volume of transactions. 


The table of monthly quotations is as follows: 


Rate New Change Depre- 

Unit incents rate from ciation 

Value Mar.29 Apr.27 Par in % 

Canada d 9230 8975 1025 10.25 
Germany ... 0135 0175 2207 92.66 
Italy , 0503 0437 1493 77.36 
Belgium ; .0730 0627 1303 67.51 
France ‘ 0695 0583 1342 69.53 
. 3.9450 3.82 1.0465 21.50 

Switzerland. . 1750 1761 0169 8.76 
Holland j 3725 3625 0395 9.83 
2 1875 1725 0955 35.63 

1925 1925 0755 28.17 

2185 .2100 0580 21.64 

} 1775 1695 0235 12.18 

Argentina..... 9648 .9830 9762 *.0114 *1.18 
Japan F 4750 = 4850 —Ss «0135 2.71 

*Premium. 


Japanese Exchange. 


The figures for the exports of raw silk from 
Japan to the United States threw much light on 
exchange conditions for the last nine months. 
From July 1, 1919, to February 1, 1920, these 
shipments of silk aggregated 180,000 bales, as 
compared with between 4,000 and 5,000 bales 
to all the rest of the world. The total crop is 
estimated to have been 240,000 to 250,000 bales, 
so that on February 1 there remained not more 
than 65,000 bales at the outside. It was these 
enormous shipments which put the trade bal- 
ance in favor of Japan and enabled that country 
to draw an important amount of gold from the 
United States last year, but with the falling off 
of these recently the exchanges have become more 
favorable to the United States, 


The Argentine Exchange Rate. 


Argentina has continued to take gold in large 
amounts during the last month, but the rate of 
exchange has fallen, so that it is now barely above 
the gold point. The season of the year is ap- 
proaching when rates are usually more favorable 
to the United States, and there is a probability 
that shipments of the metal may cease for a time. 

The Argentine notes, aggregating about $50,- 
000,000, which are held here and which fall due 
this month, have been provided for, the rather 
dramatic announcement being made that Great 
Britain will pay them. There was hesitation in 
financial circles about making a new loan to li- 
quidate these notes, on account of the depressed 
state of the securities market, and in view of the 
loss of the gold to Argentina. The British gov- 
ernment relieved the situation by agreeing to ad- 
vance the gold for the payment, making a loan 
to the Argentine running to January 1, 1921. 
Great Britain, France and Italy have negotiations 
pending for a new joint loan of $200,000,000 
from Argentina, to be all expended for Argen- 
tine products, and this $50,000,000 gold payment 
by Great Britain may be a part of the quid 
pro quo. 

The payment of $50,000,000 for " Argentina 
will make it necessary for Great Britain to pro- 
vide this sum in this market in addition to its 
share of the Anglo-French loan, and probably 
means that so much more gold will be sent, 


First Edge Corporation. 


The first corporation to be organized under the 
Edge amendment to the Federal Reserve Act 
has been granted a charter and will be ready for 
business in a short time. The name is the First 
Federal Foreign Banking Association, and it will 
have a capital of $2,100,000 composed of 21.000 
shares of a par value of $100 per share, of which 
1,000 will be founders’ or managers’ shares. The 
stock is all subscribed at $105 per share and none 
will be offered on the market. 

The banking corporations which are interested, 
as authorized by the law, are: 

Aldred & Co., Bank of the Manhattan Company. the New 
York Trust Company, the Liberty National Bank and 
Tucker, Anthony & Co., all of New York: the Citizens’ 
Commercial Trust Company of Buffalo, the American Trust 
Company of Boston, the Merchants’ National Bank of Wor- 
cester, the Chiconee National Bank of Springfield, Mass.: 
the Commercial Trust Company of Philadelphia and the 
First rig National Bank of Bridgeport. Conn. 

. Kies of Aldred & Co., ex-Vice-President of The 
National City Bank and the American International Cor- 
poration, will be Chairman of the board. and the bank’s ~ 
visory Management Committee will be J. H. Perkins, J. 
Gardin, J. H. Maxwell and F. H. Payne. In addition to the 
foregoing, the Directors of the bank will include J. E. 
Aldred. Stephen Baker. Mortimer N. Buckner, A. B. Chapin, 
N. P. Clement, F. A. Drury, H. J. Fuller, Alba B. Johnson, 
R. BE. Jones, W. B. Lashar, George A. "MacDonald, J. H. 
Mason, E. S. Wolfe and W. L. Wright. 


While the immediate object of the Edge amend- 
ment to the reserve act is to aid in financing the 
sale of American products which are just now 
sorely needed for the rehabilitation of Europe, 
the facilities which it provides will be serviceable 


to our foreign trade at all times. An amendment 
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to the Reserve act passed in 1916 authorized na- 
tional banks having a capital and surplus of $1,- 
000,000 or more to invest a limited amount in 
the stock of corporations organized to carry on 
a banking business in foreign countries. Corpora- 
tions of this character have been organized under 
state laws, but the Edge amendment provides for 
the organization of a class of such banks under 
the Federal Reserve act and places them under 
the supervision of the Federal Reserve Board, 


Investment Banks. 


These Edge amendment banks are not pri- 
marily banks of deposit, being allowed to ac- 
cept deposits in this country only as incidental 
to their foreign business. Instead of obtaining 
their lending power from depositors they are 
to get it from investors, by the sale of their 
obligations either in the form of long-term 
debentures, acceptances or other paper issued 
by them. The stock of the First Federal 
Foreign Banking Corporation has been placed 
with banks and manufacturing companies in 
certain localities where the manufacturers 
are interested in foreign trade and where also 
there is a considerable amount of capital available 
for investment. The purpose is to enlist capital 
from the public for the support of the foreign 
trade which the manufacturers will develop. 

The obligations of foreign purchasers will 
be the basis of the investment paper issued by 
the new banking corporation, but the capital 
of this corporation, which will be supplied in 
part by the manufacturers, will furnish an addi- 
tional margin of safety. 


The regulations for the organization of Edge 
amendment corporations have been formulated 
by the Federal Reserve Board, pursuant to 
the general terms of the law, and are intended, 
to use the language of the Board, to insure the 
conservative and prudent management of cor- 
porations chartered under its provisions, and 
to safeguard as far as possible the interests of 
the public with whom they may do business. 


The first bank organized under the new pro- 
visions illustrates the co-operative principle 
which the act was intended to develop. Each 
locality may organize such a bank for the pro- 
motion of its industries in the foreign field, 
appealing to local investors for support. The 
latter, instead of buying foreign securities 
direct, will have the opportunity of buying the 
obligations of a home corporation which has 
full knowledge of the foreign business and 
which pledges its own capital to support the 
foreign obligations. 


The Money Market. 


During the month of April, money became 
even tighter than it had been in March, al- 
though rates remained practically unchanged. 
Time loans commanded around 8 and even 8% 





per cent for all maturities from 60 days to 6 
months. Commercial paper, according to the 
quality of names, ranged from 6% to 7 per 
cent, and with the market fairly steady, the 
demand was rather quiet. Banks’ and bankers’ 
acceptances, at a rate of close to 6 per cent, 
showed a better demand, which is attributed 
in part to considerable buying in this market 
by the Bank of England, presumably as a tem- 
porary investment for the proceeds of some of 
the gold now being sent here. Call loans 
fluctuated widely, often varying by several 
per cent daily, and ranging over brief periods, 
from 6 to 15 per cent. 


Federal Reserve Figures, 


Little change occurred in the condition of 
the Federal reserve banks during the month. 
The total earning assets on April 23 were $3,- 
176,000,000, against $3,196,000,000 on April 2, 
$3,279,000,000 on February 27, and $2,354,000,- 
000 one year ago. Total gold reserves were 
$1,949,000,000, against $1,966,000,000 at the end 
of last February and $2,169,000,000 a year ago. 


The reserve banks at Chicago, Minneapolis, 
St. Louis and Kansas City, Richmond and 
Philadelphia are re-discounting with the re- 
serve banks of Dallas, Cleveland, New York 
and Boston. The situation everywhere is ad- 
versely affected by the amount of commodi- 
ties tied up in transit by the crippled condition 
of the railroads or held on the farms and in 
country elevators. The middle west is com- 
plaining strenuously of inability to move the 
crop to market. 


Banking Conditions in Middle West. 


A banker writing from a country town in 
Illinois, under date April 22, discusses local 
conditions as quoted below. We give his com- 
ments as typical of the farming districts of the 
middle west: 


We find that almost all of the banks is having an 
unusual demand for money. Although deposits are more 
than at this time last year, the total loans are more in 
proportion. 

This has been caused partly by the very active movement 
in farm land and in consequence, a large amount of money 
loaned on farms in connection with these sales. 

Quite a large amount of these loans are still in the 
hands of the original lenders, as they have difficulty in 
selling them to permanent investors. This is due to the 
fact that quite a large amount of money has been invested 
in Liberty Loan bonds and other bonds, which owing to 
the rate of interest and exemption from local taxes, will 
net a better return to the investor. 

At present, the railroad situation has checked the 
movement of live stock and other farm products. When 
this is righted and the railroads are able to receive ship- 
ments freely, there will be quite a movement of live stock. 
There is not a very large surplus of grain in the farmers’ 
hands, and owing to recent rains, it will be difficult to de- 
liver the and soon farmers will be more busy 
farm work. 

Retail merchants as a rule are having a good business 
and collections are fairly good. 

While there are not quite as many farmers feeding cat- 
tle and hogs, some of our customers have a larger number 
than usual, 

We feel that the situation will improve gradually but 
do not look for much change in the next thirty days, 
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Taxation of War Profits and Capital. 


A plan is said to be developing in Congress to 
levy a tax of 80 per cent upon business profits 
realized during 1917, 1918, 1919 and 1920, to 
provide a fund for the payment of the proposed 
bonus to the soldiers. The plan will catch the 
approval of people who imagine that these profits 
are on hand in cash, but a moment’s reflection 
will convince anyone that the profits of these 
past years have either been spent and lost or in- 
vested in such manner that they cannot be with- 
drawn and four-fifths turned over to the Govern- 
ment without serious disturbance of all industry. 
There has been but little unusual distribution of 
profits by corporations on account of war profits, 
and when such ‘distribution has been made, the 
corporations are not in position to pay\such a tax. 
As a rule such profits now exist in the form of 
new buildings and equipment, employed in pro- 
duction. When the owners had paid the taxes 
required of them in each of the years named they 
had a right to believe that what remained be- 
longed to them and to make their plans accord- 
ingly. In many instances they not only invested 
the profits in construction work and equipment, 
but went into debt in the development of their 
plans, and obtained credit on the strength of the 
assets they were able to show. This proposal 
would disturb credit throughout the country and 
cause an unsettlement of business that would be 
far-reaching in its effects. If there is any one 
thing upon which there is general agreement at 
this time it is that the country needs increased 
production, and any public policy which disturbs 
industry and credit, and takes capital from pro- 
ductive use, is certain to work a vast amount of 
injury. The country can lose far more than the 
value of the bonus payments by the method in 
which the money is raised. 

The way to raise revenue for the Government 
with the least disturbance to industry is by levies 
upon incomes as they are received and be- 
fore they are converted into fixed investments. 
The Government is already taking a very large 
percentage of incomes, and thus curtailing 
the amount of new capital which would be 
normally available for the enlargement of indus- 
try. The evil effects of this are to be seen in the 
state of the railroads, the high interest rates 
which must be paid for new capital and the rising 
prices for industrial products. But bad as these 
effects are they can be made much worse, by com- 
pelling everybody who has invested any profits 
during the past four years to sell the investments 
in order to convey four-fifths of their original 
cost to the Government. 


Tax on Capital. 


A tax on capital would be similar in its effects 
to a tax on war profits, but it would be spread 
over more capital. It is not easy to tell which 
would work the most mischief. Secretary Hous- 





ton has shown where he stands on all such propo- 
sitions in a very clear and decisive manner. The 
case hardly could be stated more convincingly 
than he has stated it in a recent letter making re- 
ply to a correspondent who had asked his opinion 
on the subject. 

The Secretary also replies to certain ‘state- 
ments by Mr. Plumb, author of the Plumb rail- 
way plan, whose ventures in statistics seem to 
always elicit the same kind of comment. Sec- 
retary Houston’s letter, in part, follows: 


The statements made by Mr. Plumb concerning 
the increase in the volume of our currency are in- 
correct. I hand you herewith a copy of a letter 
dated August 8, 1919, from Governor Harding of the 
Federal Reserve Board to Senator McLean of the 
Committee on Banking and Currency of the United 
States Senate discussing the expansion of the cur- 
rency and giving accurate figures. 

As to Government receipts and expenditures, Mr. 
Plumb’s statements are incorrect and grossly mis- 
leading. 

On the basis of the Treasury daily statements, the 
Government’s total expenditures from April 16, 1917, 
to March 31, 1920, excluding principal of the public 
debt, were $37,455,645,853.66. The total receipts for 
the same period, excluding principal of the public 
debt, were $14,198,247,793.34. 

The excess of such disbursements over such re- 
ceipts for the war period was $23,257,398,060.32, 
which is the amount of the net increase in the pub- 
lic debt for the war period, after reducing the 
amount of the net increase of the balance in the 
general fund, and is represented by Liberty bends, 
Victory notes, Treasury certificates and War Sav- 
ings securities outstanding. 

I am not in favor of a capital tax. In this con- 
nection I am enclosing a copy of an extract from 
Secretary Glass’s annual report for 1919 on the 
subject of taxation. A capital tax would in my 
judgment be entirely impracticable and so disturb- 
ing to industry and commerce as to upset business 
and bring production to a standstill. 

An inevitable effect of a capital tax, moreover, 
would be to discourage saving and encourage ex- 
travagance and wasteful spending, not only for the 
time being but to a greater or less extent for gen- 
erations to come. By its very nature the tax would 
be levied regardless of ability to liquidate and pay 
and would fall heaviest on those who have accumu- 
lated savings by thrift and enterprise and leave un- 
touched those who have lived up to the limit of 
their incomes, thus putting a premium on waste 
=. extravagance and a penalty on brains and 
thrift. 

There is nothing in the financial position of this 
government which would warrant the adoption of 
so radical and dangerous a measure. 


Agricultural Conditions. 


The crops are going to be a very important fac- 
tor in the situation this year, and in this country 
the prospects at this time are none too good. The 
spring has been cold and backward, making a late 
start for the small grains and cotton. The gov- 
ernment report on winter wheat was quite un- 
favorable, indicating a crop of 484,000,000 bushels, 
or more than 200,000,000 bushels under last year’s. 
Reports from the spring wheat sections of a 
probable reduction of acreage has caused the De- 
partment of Agriculture to issue a statement urg- 








of corn consumed, and even the hog crop has been 
so unsatisfactory that. according to reports pro- 
duction will be considerably’ reduced this .year.. - 


ing farmers to revise their plans and sow more 
liberally, on account of the low condition of the 
fall-sown crop, and the prospect that the foreign 
demand will continue heavy. European crops are 
reported as promising well, but it must be re- 
membered that before the war Russia ‘supplied a 
large part of the wheat imports of western 
Europe and there is little prospect of a re- 
newal of shipments from Russia. 

The Australian crop is poor, but the Argentine 
crop, now being marketed, is a good one, and it 
has been moving to Europe very rapidly since 
January 1st. The following figures reported by 
our Buenos Aires Branch show the exports of 
grain from Buenos Aires from January 1 to Feb- 
ruary 26, in last three years: 


TONS 
1919 
141,677 


97,820 210,448 
13,224 


3 47,851 
Totals.. 316,383 413,200 1,869,704 


Prices have risen in Argentina even more than 
in the United States, so that in the latter part of 
April it was said that buyers were turning to the 
latter as the cheaper market, 


Grain and Produce Higher. 


The grain and produce markets have all been 
in an abnormal state during the past month, owing 
to the strike of railway employes, and transporta- 
tion has been an important factor in the situation 
ever since last year’s crop was ready for market. 
At no time have the railroads been able to furnish 
cars enough to even take good care of the con- 
sumptive demand, to say nothing of accumulating 
the accustomed stocks at the central markets. 
Grain prices have ruled higher for cash delivery 
than for the futures, which is the reverse of the 
normal condition. The effect has been to finally 
cause such a rise that the Government is making 
an investigation of the corn market to see if the 
facts sustain the charge that a corner exists. In- 
ability to move supplies from the country has the 
same effects as a corner, and promotes cornering 
operations. 


All of the grains have sold during April at new 
high records on the crop, corn being up about 30 
cents a bushel, wheat on good grades about the 
same and oats 15 to 20. Number 1 northern wheat 
in Chicago has sold as high as $3.23. The country 
elevators are full and the farmers who have large 
stocks which they cannot dispose of, are only 
irritated by reading of the high prices which they 
are unable to obtain. _Morever, the high quota- 
tions for corn make them still more dissatisfied 
with the prices which are ruling for fat cattle and 
hogs, as all feeding operations show heavy losses 
under the comparison. Practically all cattle 
marketed in the past winter have made losses for 
the owners, basing the calculation on the value 
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— 


Linseed .... 


1920 





Butter and Eggs. P 

The butter and egg markets closed the ‘winter 
season with a decided turn upward which was 
also due in part to the backward season and.in 
part to the railroad strike. Storage supplies of 
both were entirely cleared out, and the spring, pro- 
duction has not come fast enough to take care of 
consumption, which is on the greatest scale ever 
known. Butter has been selling in April as high 
as at any time since the great rise occurred, and 
expert opinion is that only the Danish arrivals 
which have aggregated millions of pounds, saved 
the market from going very much higher. One 
steamer brought nearly 2,000,000 pounds into 
New York at a most opportune time. Butter is 
being imported now not only from Denmark: but 
from Holland and Argentina. The story of eggs 
is about the same as that of’ butter. The season 
of full supply is a month late, and eggs are. now 
going into storage for next winter at 3 to’S*cents 
above the basis of operations last year. 

' Cotton Crop Prospects. 

The planting season is a month or more Tate, 
which with a shortage of labor is unpromising 
for acreage. The weather in the eastern part of 
the territory has been cold and rainy while Texas 
is suffering from draught. The annual ‘confer- 
ence of cotton producers, held at Montgomery 
last month, decided that owing to the short sup- 
ply of labor it was unnecessary to pass any fe- 
solution for limiting acreage, but declared in 
favor of holding cotton for 60 cents per pound. 
Bankers are urging their customers to grow 
enough feed for farm animals and a supply of 
food for the farmer and his family, which in view 
of transportation uncertainties and charges’ and 
higher traders’ margins, is certainly good advice. 


Labor Leaving the Farms. 


The most serious feature of the agricultural sit- 
uation is the continued loss of labor from the 
farms. The Department of Agriculture on the 
basis of reports from all sections of the.country 
estimates a reduction of 12 per cent. in hired labor 
from a year ago and that the amount of. hired 
labor is only 72 per'cent. of what it was before 
the war. The rise of wages and the shorter hours 
of labor in the town industries are accountable 
for this constant drain. 

It does not require an argument to convince any 
thoughtful person that this drift away from agri- 
culture to the town industries, is the result of 
artificial conditions and fundamentally wrong. 
Men are not worth so much more to society in 
the town industries than upon the farms as to 
iustify this situation in the present state of world 
affairs, “9s 

If the.crops are short and prices go higher, pre- 
sumably the wage-earners of the cities will want 





further increases of pay to compensate them, and 
this will raise industrial costs still higher. Per- 
haps by that time, also, the demands for a 44 or 
40 hour week will be due, and another installment 
of farmers will move to town, where the living 
conditions are so attractive. Then, with still 
higher prices for farm products, wages in the 
towns will have to be lifted again, until the last 
farmer has been convinced of the folly of resist- 
ing the movement, and wages for everybody in 
town are finally high enough to enable them to live 
without any crops! 


The Farm Demonstrator of the Department of 
Agriculture located at the State Agricultural Col- 
lege of New Hampshire says that this year prac- 
tically completes the elimination of hired labor 
for the farms of New Hampshire. The next ef- 
fect, he says, 

“Will be the elimination of small farmers and of men 
working with restricted capital. Such men simply sell off 
their stock and hire out by the day at the nearest mill or 
job that pays wages. After making fairly careful estimates 
in six leading counties, it is my_opinion that this year 
will see the elimination of at least 1,000 farmers in New 


Hampshire, so far as their being producers of surplus food 
products.” 


The Sugar Supply. 





Sugar is a sore spot in the cost-of-living 
situation. Our beet sugar crop has been a 
disappointment, the official returns showing 
that 22 per cent. of the area sown last spring 
was not harvested. The Cuban crop has been 
cut seriously by drought, and Europe is bidding 
against us in the Cuban market, with the result 
that raw sugar has advanced to more than 
double the prices of a year ago, and there is no 
relief in sight. There is the usual denunciation 
of profiteering, but what is occurring is natural 
and inevitable. The world’s supply of sugar 
is 2,000,000 tons short of that of pre-war times, 
owing to the falling off of beet sugar production 
in Europe. The sugar producers are not un- 
like other producers in being willing to take 
the highest offers, but the movement of sugar 
from Cuba thus far on the present crop is con- 
siderably larger than that of last year to the 
corresponding date. 

One novel development in the trade is reported, 
which is that the planters are having their raws 
refined for them on toll charges, and placing the 
refined product on the market on their own ac- 
count. This policy is said to be contributing to 
higher prices, but after all the basic fact is that the 
demand for sugar exceeds the supply. The 
logical method of distribution is by letting the 
price go high enough to bring the demand 
down into balance with the supply, and this 
method has the merit of providing an ulti- 
mate remedy for the shortage. The planters 
of Cuba are investing their big profits in the 
enlargement of their plantations, and the 
European producers are making strenuous 
efforts to get back into their old stride. All 
around the Caribbean, and in every country where 


sugar is a possible crop there is no activity look- 
ing toward greater production. The high 
prices are not only supplying the inducement 
to greater production, but supplying the capital 
required. Under no other conditions than 
those which exist could increased production 
be so rapidly accomplished. 


The situation might be much relieved by re- 
ducing the consumption in candy and drinks, 
which has greatly increased in the last few 
years. 


The Meat Packing Industry. 





The earnings of the big packing companies as 
shown by their annual reports are of especial in- 
terest among business returns because they show 
the facts as to one of the great industries of the 
country, and one which is subject probably to 
more misrepresentation than any other. 


The earnings of all the companies were smaller 
last year than for any year since the beginning of 
the war, owing to the fact that business was done 
during the latter part of the year upon a falling 
market. During the war, when business was done 
on a rising market, profits naturally were in- 
creased by that fact, and profits inevitably suffer 
when the situation is reversed. Every business 
man experiences the same tendencies. 


The profit and loss account of Swift & Com- 
pany, which is the leader in volume of sales, for 
the year ended November 1, 1919, is as follows: 


Swift & Company, Profit and Loss Account. 


Earnings from the Manufacture 
and Sale of Meat and By-Prod- 
ucts from Cattle, Calves, Sheep 
and Hogs $15,585,166.20 

Earnings from all Other 
Products including Poultry, 

Butter, Eggs, Cotton Oil, Lard 
$ 3,515,187.41 


Substitutes 
Earnings from all Other Opera- 
$ 8,141,377.27 
$27,242,730.88 


tions and Investments 
$12,572,549.54 


Reserve for Federal and Foreign Taxes 
Earnings for Year 
Equivalent to 
15 /100 Cents on Each Dollar of Sales. 
% Cent per Pound on All Products Shipped. 
6 3/5 on Average Capital Stock and Surplus. 


Dividends Paid at 8% per Annum $10,063,460.00 


(Average Sapiens Stock for the Year 
Being $125,793,250.00) 

Surplus Profits for Year 

Suueeee Brought Forward from Previous 
ear 


$ 3,806,721.34 
$84,575,178.99 
Surplus at November 1, 1919 
Sales Over $1,200,000,000 
Shipments Over 5,500,000.000 Pounds 
The profits of Swift & Company for each of 
the last five years, upon the volume of sales, net 


— and total assets are shown by the following 
table: 





To ____________ 


Swift & Company, Average Profit Over 
Five Years. 


Per On net 
dollar of worth On 
sales (all (capitaland Total 
products) surplus) Assets 

2.82 12.56: 

3. % 1603 


Volume of 
business in 
excess of 


The profits of the five largest packing com- 
panies for the year preceding the war averaged 
1.8 per cent on sales and 7.4 per cent on the net 
amount of owned capital invested in the business. 


Borrowed Capital. 


The packing companies all use large amounts 
of borrowed capital and normally these borrow- 
ings are an important factor in the profits. They 
are able to use their credit to an extent which in 
many lines of business would be imprudent and 
impracticable, because the character of their prod- 
uct and the rapidity with which it is turned over 
gives assurance of their ability to reduce their in- 
debtedness quickly if at any time it should be 
necessary to do so. By curtailing their purchases 
of live stock they would be able to liquidate their 
position rapidly. 

Swift & Company on November Ist had in- 
vested capital, including surplus, of $238,381,900, 
and borrowed capital aggregating $200,482,206, 
of which $30,258,500 was represented by mort- 
gage bonds, $25,000,000 by 6 per cent gold notes, 
running a term of years and $145,224,206 was 
bank paper. On the other hand their accounts 
receivable were $149,796,212 and their inventories 
$191,890,848, besides their plants, and varied in- 
vestments. 

Last year interest rates were so high and profits 
so low that they made nothing on their borrowed 
capital, the earnings on total assets being less than 
the earnings on net worth, but the gains in other 
years as the result of this free use of borrowed 
capital are noteworthy. 

The propriety of an operator’s using his credit 
to enlarge his business and thereby increase the 
profits accruing to his own invested capital 
would seem to be unquestionable. He increases 
production, rendering further service to the pub- 
lic in doing so, and with the greatest possible 
economy. He pledges and subrogates his own 
interest in the business to secure his creditor, tak- 
ing the risks incidental to the debtor position, and 
he cannot be expected to do this without compen- 
sation. The Federal Trade Commission, however, 
has made these profits upon borrowed capital one 
of the points of criticism upon the packing in- 
dustry, 

Attacks on the Meat Industry. 


The large packers, yielding to incessant attack 
and as a concession to the. prevalent ob- 
jection to their extending their operations into 
other lines, have entered into an agreement with 
the Attorney-General which has. been made the 


basis of a court decree, that they will confine 
their operations in the future to live stock and 
the by-products therefrom and to dairy products. 

It is sixteen years since James R‘ Garfield, 
Commissioner of the Bureau of Corporations, 
made the first investigation of the meat industry. 
His report showed profits so small that it was 
commonly discredited by the class who prefer to 
believe what they like rather than what is true. 


Year after year ever since, the industry has gone 


on with the same extraordinary efficiency, saving 
far more than its profits from what was formerly 
waste, and rendering a highly organized service 
of great value to the public, but always under a 
fire of attack. The profits have continued at 
about the same rate that Garfield reported, fluctu- 
ating slightly, but affording no support for the 
representations common in circulation. Offences 
such as collusion, gross manipulation of markets, 
extortion, etc., might be expected to show unusual 
results in the earnings statements, but they do not 
appear. A profit of one-quarter of a cent per 
pound in wholesale prices of 15 to 20 cents per 
pound cannot be said to be exorbitant compen- 
sation for the use of the capital and organization 
of Swift & Company, with all its highly developed 
activities. It is earned by the scientific utilization 
of every part of an animal in making scores of 
commercial products, from brushes, buttons and 
violin strings to pharmaceutical supplies, not to 
mention its regular food products, 


The Small Packers. 


There are more than 300 meat-packing com- 
panies in the United States which are under the 
supervision of government inspectors, which 
means that they, are doing an inter-state business. 
Many of them are very important concerns, meas- 
uring by comparison with units in other lines of 
business, Some of them are active in the export 
trade, and others are well established in the large 
markets of this country. Most of them have a 
comparatively local territory, but they have demon- 
strated their ability to maintain themselves and do 
in the aggregate a large business, but the estab- 
lished position of the old companies in the chief 
markets limits their growth. If, however, the old 
companies should attempt to materially widen 
their margin of profit, the business of these 
numerous competitors would expand rapidly, and 
the big concerns would quickly lose their pre-emin- 
ent position, The 300 small competitors are a 
more important factor in the situation than their 
proportion of present sales would indicate, 


“Produce More’’—What For? 


Under the above heading one of the radical pub- 
lications which is doing what it can to discourage 
and lower production in a time when the world’s 
needs are greater than ever before, produces an 
article by James H. Maurer, President of the 
Pennsylvania Federation of Labor, which on ac- 
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count of his position in the labor world may well 
receive some attention. The article, headings, 
talics and all, is given verbatim below: 


“PRODUCE MORE”—WHAT FOR? 
By James H. Maurer 


Increased production is everywhere being urged 
as the remedy for the present unrest. What does 
organized labor think of it? Here is the answer, 
by the President of the Pennsylvania State Fed- 
eration of Labor. 


“Speed up; work like blazes; produce more! The 
world needs our goods—produce, produce, PRODUCE!” 

Manufacturers, big and little and politicians from the 
President down to the ward heeler, are dinning into 
the ears of the workers the “necessity” for greater 
production. They tell us workers that the trouble is 
that we aren’t producing enough, that the world needs 
“our” goods, and that to solve the problem of greater 
eo we must speed up. Let us. examine the 

acts. 

For the fiscal year ending June 30, 1919, the total 
excess of exports over imports of all commodities was 
$13,351,906,082. This means that the workers of the 
United States supported themselves, supported the un- 
employed within their ranks, supported the entire mili- 
tary forces within the confines of the country, sup- 
ported the vast body of useless political functionaries 
and investigation committees, supported the capitalist 
class and all their lackeys, and on top of all this pro- 
duced enough food, clothing, shelter, fuel and other 
commodities to export nearly thirteen and one-half bil- 
lions worth more in a single year than was imported, 

You who are the workers sent out of the country 
178,583,000 bushels of wheat during that year. Did any 
of you have too much bread? Did any of you have 
even enough bread? 

You also sent out 27,540,000 bushels of rye, and 
24,190,000 barrels of wheat flour and 1,488,000 barrels 
of rye flour. You sent away five times as much wheat 
and twice as much rye as in 1918. And between 1914 
and 1919 you increased the amount of steam tonnage of 
the United States by more than 382 per cent. ~ 

With a sudden burst of generosity you sent away 
1,115,865,000 pounds of sugar last year and 136,230,000 
pounds of glucose. Having become used to going with- 
out bacon you exported 1,239,540,000 pounds of it to 
other countries. Not having much bread you sent away 
'33,740,000 pounds of butter and over eighteen and a 
half million pounds of oleomargarine. The weight. of 
condensed milk you were not able to buy back with 
your wages amounted to 728,741,000 pounds. 

Just for good luck we offer a few more authentic 
figures which you might clip out and paste in your 
shoddy hat for future reference. 

With but six per cent. of the population of the world 

and only seven per cent. of the land, the United States 
—that means US—produces: 
'. Eighty-five per cent. of the world’s supply of automo- 
biles; seventy-five per cent. of the world’s supply of 
corn; sixty-six per cent. of the world’s supply of oil; 
sixty per cent. of the world’s supply of copper; sixty 
per cent. of the world’s supply of aluminum; sixty per 
cent. of the world’s supply of cotton; fifty per cent. of 
the world’s supply of zinc; forty-two per cent. of the 
world’s supply of coal; forty per cent. of the world’s 
supply of lead; forty per cent. of the world’s supply 
of silver; forty per cent. of the world’s supply of 
steel; twenty-five per cent. of the world’s supply of 
wheat; twenty per cent. of the world’s supply of gold, 
and refines; eighty per cent. of the copper, and. operates 
forty per cent. of the world’s railroads. 

Increase production? Produce more commodities? 


What for? Aren’t the workers now producing billions 
of dollars worth more than their wages will buy back— 





more than they are permitted to consume? Is increased 
production the solution for the problems confronting 
workers? 
The figures you have just read say “No!” 
The problem for the worker is, not increased produc- 
tion, but increased consumption. Not how to produce 
more, but how to consume more. 


The outstanding statement of this article is that 
during the fiscal year ended June 30, 1919, the 
exports of commodities from this country ex- 
ceeded the imports by the sum of $13,357,906,082. 
Upon these figures Mr. Maurer builds his theory 
that the workers are producing vastly more than 
is distributed to them, and that therefore they 
have nothing to gain by producing more. 

These figures are grossly erroneous; in fact 
they exceed the total of both exports and imports 
for the fiscal year named. The official figures of 
our foreign trade for that year are, exports 
$7,225,084,257, imports $3,095,876,728, trade bal- 
ance $4,129,207,675. So Mr. Maurer’s founda- 
‘tion statement is only 30 per cent. true. 


There are no census figures for the total pro- 
duction of commodities in the United States in 
that year, but reckoning from previous figures 
and allowing for the existing prices, it probably 
amounted to $70,000,000,000, of which the ex- 
cess of exports over imports would be about 
6 per cent. 


The trade balance of last year was an abnormal 
one, due to the prostration of. European industries. 
The people of Europe were under the necessity 
of importing heavily and at high prices. The 
larger part of our exports were farm products, 
food stuffs and necessaries, without which the 
sufferings and loss of life of the population of 
Europe would have been far greater than they 
were. Thanks to the farmers, not many of whom 
are under the influence of the doctrines set forth 
above, the country produced sufficient to allow of 
these agricultural exports and to save Europe 
from starvation. Has America done too much in 
the face of a world calamity, and does Mr. Maurer 
think the members of his Federation would have 
been better off, or as well off, if in the face of this 
emergency the farmers had suddenly determined 
to restrict their labors to eight hours per day? 


United States’ Share in World Production. 


The figures. which are given by Mr. Maurer for 
the percentages of the important commodities pro- 
duced in. the United States are probably about 
correct. They make a showing for the enterprise 
and efficiency of the people of this country of 
which we may be proud. This is what the indus- 
trial system of United States has accomplished. 
The productive power of the people of this country 
is greater than that of the people of any other coun- 
try, mainly because industry in this country 
works by ‘superior methods and with superior 
mechanical equipment, and under greater incentive 
to individual exertion. The investment of capital 
is larger in the industries of this country, and the 
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share of the work done by machinery is larger 
than in other countries. 

The country nearest to the United States in this 
share of the work done by machinery is larger, 
England was far behind. 

In 1913 there were published in The London 
Times and other English periodicals tables com- 
piled from the British Census of Production 
(1907) and the American census of 1909, show- 
ing the total annual production, the number of 
wage-earners, the horse-power employed, and the 
annual value per wage-earner in 26 leading manu- 
factures. Seventeen of these were recently repro- 
duced in an article in the London Times, and are 
representative. They are given below. Values 
are converted at $5 to the pound sterling. 





showing that over a term of years the average pro 
duction of bituminous coal for each miner in the 
United States was 550 tons and in England 270 
tons, which is the more interesting in view of 
recent revelations that the miners in the United 
States are not employed more than about two- 
thirds of the time. It was said that the superior 
output in the case of coal was due to the use of 
coal cutting machinery in the United States, and 
jn view of Mr. Maurer’s contention that the serv- 
ices of employers or capitalists are superfluous, it 
may be said that the introduction of coal cutting 
machinery even in this country has been commonly 
opposed by the labor organizations. Indeed it 
must be taken into account that although there are 
many creditable exceptions among the labor lead- 





















































Production in dollars Horse-power Value produced in 
perannum — per dollars per wage-earner 
omitting 000 wage-earner per annum 
British American British | American British American 

Boots and Shoes. .............-... $100,475 $511,795 172 486 $855 $2,580 

Boxes, Cardboard................. 10,335 54,850 114 590 530 ; 
Butter and Cheese................ 50,820 274,555 1.477 5.507 6,550 14,895 
MR os5 a So 5 «sia pie as ooh nas pa Oe 18,105 205 3.195 13.873 960 2,360 
CINE Se ine ceciRiy oso cal oe 310,845 952,830 ‘ 165 790 2,420 
| SP a er Peer 660,000 628,390 2.214 3.423 1,180 1,660 
Clocks and Watches............... 3,065 950 125 .628 5 1,480 
Cutlery and Tools................ 10,235 ; 420 2.069 820 1,615 
Dyeing and Finishing Textiles. ..... 90,000 83, 1.949 2.449 920 1,895 
MGAG WE Cok, Se ceiccbcuethseeee 104,220 166,810 .687 3.469 2,110 4,485 
Bat ates Capes «2.53346 eri 'inie yd. 26,280 990 181 588 745 2,070 
WES i. ik ans ong 0d waisloeintoss 43,960 200,140 163 804 920 1,545 
Paint and Varnish................ 45,635 124,885 1.375 4.012 4,315 8,770 
WONG ke eae lke ccc cans eér ete 68,105 267,655 4.201 15.846 1,650 3,525 
Printing and Publishing........... 67,740 738,785 1.133 1.154 1,980 2,860 
Railway Carriages and Wagons..... 49,250 123,730 1.126 2.274 1,820 2,870 
RON ih RE ENE, CEA a NET LIS 26,725 196,910 .608 .989 710 1,990 
$1,685,795 $4,561,300 19.185 58.326 $27,540 $58,395 


























The number of wage-earners in these trades is 
1,499,315 in Britain and 1,853,579 in America, or, 
roughly, as 4 : 5. Averaging all the trades, analysis 


of the statistics shows: ‘The total production is as 
1 : 2.64; the horse-power employed is as 1 : 3; the 
value of output per wage-earner is as 1 : 2.1. 









The superiority of the United States in power 
equipment means a greater capital investment in 
the industries, and this accounts for the greater 
volume of product. It has resulted in a more 
abundant supply of all the comforts of life, higher 
wages and a larger and more widespread distri- 
bution and consumption than exists in any other 
country. These results are all related to each 
other, so that as production increases they all in- 
crease in corresponding degree. If all the forces 
that are working to embarrass and restrict produc- 
tion in this country were turned over to assist it, 
it is probably not too much to say that the results 
obtained might compare with present results as 
favorably as results in the United States have 
compared with results in England. 


Improvements in Industry. 


_ Some months ago we quoted from another Eng- 
lish writer figures taken from the same compara- 
tive statement of British and American industry, 
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ers, the attitude of the organizations usually has 
been antagonistic to innovations and improvements 
which have the immediate effect of displacing 
labor. This attitude may be explained and ex- 
cused even while it is condemned; employers 
have not always been properly considerate of the 
workers in introducing new methods but, after 
all, society is interested in progress in industry, 
and organized labor has often opposed changes 
which have proved enormously beneficial to the 
working people themselves. 


Who Consumes the Products? 


It will be instructive to look over the above 
showing of this country’s share in the world’s 
industries, and consider the uses of the products 
named, and how wage-earners, farmers and the 
shea body of the people generally would be af- 
ected by increasing or diminishing their pro- 
duction. 

The list heads with automobiles, which come 
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nearer to being appurtenances of the rich than 
anything else on it, but as 60 per cent. of all the 
cars made are Fords and probably 85 per cent. 
are of the cheaper makes, it can hardly be said 
that the rich absorb a very excessive share even 
of automobiles. 

Corn, of which we produce 75 per cent, of the 
world’s supply, is a common source of sustenance 
for the whole population ; oil, as a source of light, 
fuel and by-products for the industries, is of com- 
mon service, and so is copper, zinc and coal, the 
latter being the chief source of power for all the 
industries; steel is devoted to the industries; cot- 
ton is the clothing material of the millions. Who 
will be most benefited by greater abundance of all 
these products, the rich or the poor? Who gets 
the bulk of these products, or the service from 
them now, and who will derive the benefits of in- 
creased production? 

It is remarkable that the United States should 
have 40 per cent. of the railroad mileage of the 
world, but can anyone argue that it has more 
railroad service than it needs, or that thé rich en- 
joy most of the benefits of railroad service? In- 
dustry is embarrassed in all parts of the country 
now, because of the inadequacy of railroad service, 
partly resulting from discontent stimulated by 
such reasoning as is set forth in the article quoted 
above, and partly because there is a lack of avail- 
able capital to provide needed equipment and make 
needed improvements. 


The Reciprocity of Interests. 


The quoted article is typical of the agitation 
which is deranging industry, curtailing production, 
raising the cost of living and obstructing the 
world’s recovery from the losses of the war. The 
author of it plainly has no conception of the fund- 
amental reciprocity which exists throughout 
modern industrial society. The owners of in- 
dustries and managers of business are as much 
interested in the widespread distribution and 
consumption of products as Mr. Maurer can be. 
There is no use for capital except in supply- 
ing the wants of the population, no need for in- 
vestments or chance for profits unless the people 
are able to buy the products. If profits are large, 
the amount of new capital available for invest- 
ments will be large, the demand for labor will in- 
crease, the expansion of production will be rapid, 
and more goods will come on the market for dis- 
tribution. 

Mr. Maurer is right in one respect, whether 
he grasps the full significance of his assump- 
tion or not, and that is that the true measure 
of the distribution of wealth is in the distribu- 
tion of consumable products, rather than in 
the ownership of productive property. The 
value of the latter is in the goods produced 
and they must be followed into consumption 
to determine who derives the benefits. When 
this is done the fallacy of current theories that 
two or three per cent of the population de- 


rive most of the benefits from the country’s 
existing wealth is clearly apparent. The em- 
ployment of the industries is in producing 
goods for the masses of the people, and there 
is bound to be such a continual readjustment 
of wages and prices as will enable the con- 
suming public to take the current production 
off the market, otherwise there would be an 
accumulation and glut, investments would be- 
come unprofitable, and further accumulations 
of capital useless. 


The Employing Class. 


The proportion of the country’s industrial prod- 
uct that is consumed by the people included in 
what Mr. Maurer calls the “capitalist class and all 
their lackeys” is a very small part of the total. 
The number of personal incomes of $10,000 per 
year and over in this country in 1917 was reported 
by the Commissioner of Internal Revenue at 
161,996, and the number of $5,000 and over at 
432,662. A large part of the larger incomes is 
not expended upon consumption but goes back into 
the industries for their development. But if the 
total of all personal incomes of $10,000 and over 
was distributed to 110,000,000 people the result 
would be only $32 to each, while if the total of 
all incomes of $5,000 and over were divided the 
result would be only $44 each. 

No thinking person will dismiss the entire class 
of proprietors and highly-paid experts as con- 
tributing nothing to production. Most of them 
have made their own way and come to the front 
through their qualities of leadership and abilities 
to accomplish results. They have accomplished 
the innovations which have made the productive 
power of the American workman double that of 
any other workman in the world. 

If Mr. Maurer’s contention is correct, that the 
present owners and managers of industry are 
superfluous, why not proceed to eliminate them 
by the old-fashioned process of competition? Any 
service that is unneeded can be dispensed with 
without a revolution. There are 2,000,000 railway 
employees in the United States, whose incomes 
average over $1,500 per year, and if they were to 
save on an average $50 per year each they could 
buy control of the New York Central system in 
one year, of Baltimore & Ohio and Erie together 
in less time, and of all the through lines between 
Chicago and New York within five years, at pres- 
ent market prices for the stocks. We offer the 
suggestion as a substitute for the Plumb plan, and 
it can be adapted for application to the other 
industries. 


Wages Versus Capital. 


All of the current product which is not con- 
sumed remains as capital to promote production 
in the future. No matter who owns this capital, 
so long as it is employed in production for the 
public market it is devoted to the common welfare. 
What proportion of the proceeds of industry shall 





be distributed for current consumption, and what 
proportion shall be reserved to increase produc- 
tion in the future, thus carrying society forward, 
cannot be determined arbitrarily. There is a nor- 
mal balance between accumulations of capital and 
the average wage rate. They must go along to- 
gether. 1f too much is distributed in wages and 
not enough reserved for the improvement of in- 
dustry, production will fail to keep pace with in- 
creasing population, and progress will be checked 
until the rising compensation for capital replen- 
ishes the fund available for improvements. On 
the other hand, if too much is withheld from dis- 
tribution, the buying power of the population will 
not keep pace with the production provided by the 
new supplies of capital, and the competition of 
new supplies of capital for investments and for 
labor will bring down the compensation, and force 
a larger distribution. 


Samuel Gompers and William B. Wilson 
on Production. 


We are unwilling to allow the article quoted 
above to pass as representative of the most intel- 
ligent or most influential opinion in the American 
Federation of Labor. It is not. The radicals 
have been working to capture the Federation and 
have succeeded in getting their men into many 
positions of leadership, and of dictating in many 
instances the policies, but the leaders of experi- 
ence have a better knowledge of the economic 
law. An interview by Samuel Crowther with 
Samuel Gompers, which appears in the April 
number of System, quotes Mr. Gompers upon 
the subject of Production as follows: 


“Only out of production can we all grow prosperous 
and every aid to production that does not involve human 
waste is a benefit to society. If the added production 
is gained at the cost of a human being then it does not 
help society, because even from a cold standpoint of 
economics it tends toward overproduction by destroying 
in the very making of the product those who would di- 
rectly or indirectly buy that product. Whatever are the 
evils in the distribution of the products of work (and 
there are many of them), those evils are not going to 
be cured by producing less. 

“That will not solve the problem of distribution. That 
will provide humanity with one bone instead of two to 
snarl about. As I said before, I am in favor of every 
possible device which will increase the productivity of 
human labor and increase its standards. This is best 
done with the assistance of science. There can be no 
objection to really scientific management—(not the so- 
called scientific management with its stop-watch methods 
and bonuses), that which is for the benefit of all of the 
parties to industry and not only of one. As an em- 
ployer I should know that it would be shortsighted to 
expect to get steadily more from my workers and at 
the same time give them steadily less. 

“The better industrial engineers who are interested in 
improving industry and not merely in coddling em- 
ployers know this to be a fact and they regard an 
re ee? in pay—that is, a pay which is less than the 
performance—as a waste of human resource, and pur- 
sue such wastes as belligerently as they pursue any 
other wastes. 

“I think that scientific industrial instruction can best 
be y= and possibly can be given only in cooperation 
with the workers and with committees of the workers 
so that none will have to work blindly. I am quite sure 





that the assurance that the improvement of mcthods 
will be for all will invite the most active cooperation o2 
the part of the union officers. 

“The old ‘ca’canny’ methods originated by the Scotch, 
the limitation of production, the idea that there is on!y 
a certain amount of work in this world to do and the 
it must be spread out thin, are dead and ought never to 
be revived, and will never be revived. As an employer 
I should discriminate between the union organized for 
work and the organization falsely called a ‘union’ which 
is organized to prevent work.” 


The Hon. William B. Wilson, Secretary of 
Labor, has frequently spoken out clearly upon this 
point. In one of his speeches he said: 


“In looking back over the history of our industrial 
development we wonder why it was that in the early 
days of the introduction of labor-saving devices work- 
ingmen vigorously protested against them, even to the 
extent of attempting their destruction. We have made 
much progress since then, and we now realize that every 
device, and every method that can be introduced by 
which a greater amount of production is secured by the 
same amount of labor is a material advantage ulti- 
mately to all the people of the world. The experience 
of the boy brings out clearly the reason for the antago- 
nism of workers to the introduction of machines. It 
was due to the fact that all of the burdens, all of the 
hardships and all of the cost of readjustment incident 
to the introduction of such machines had to be borne 
by the wage workers. It did not appeal to them that 
future benefits would be derived from the use of the 
machine in view of the fact that it brought immediate 
and present want to them.” 


These expressions are sound on the funda- 
mental proposition, and afford a basis for ap- 
proach to all industrial disagreements. There 
will. be disagreements, and serious ones, but if 
there is agreement upon the basic principle that 
the common interests of society shall be para- 
mount, the conflicting claims can be adjusted. 


Wiidcat Flotations. 


We referred last month to the absorption of 
capital which is taking place over the country by 
the flotation of stock companies for various kinds 
of enterprises, some no doubt meritorious, but 
many of a dubious character, and most of them 
promoted in an expensive manner which is a seri- 
ous obstacle to success. 

Under date of March 31 the Iowa Bankers 
Association issued another of a series of circular 
letters on this situation. This one is addressed 
to County Agents and Secretaries of Commercial 
Clubs, and encloses a printed questionnaire which 
is designed to be submitted to traveling stock sales- 
men for them to fill out, and to bring out the 
important information which an investor should 
have, including the amount allowed for promotion 
expenses, etc. The first paragraph of this letter 
describes the situation as follows: 


It is more than well known to you that Towa is today 
over-run with stock salesmen. Withovt question there has 
come to your attention woeful examples of how the farmers 
of your community or the individuals of your city have 
paid the price of investing in Blue-Sky concerns. It is said 
that $200,000.000 has been spent in Iowa for Blue-Sky stock; 
much of which has been found to be absolutely worthless 
and a total loss to investors. Men and women have worked 
hard for years, have accrued some savings and property 
and have lost a greater part or all of such life’s earnings 
because they have been influenced by the smooth tongue 
of some Blue-Sky artist, to exchange that savings for some 
certificate of worthless stock, 

















The Des Moines Register refers to the discus- 
scion of this subject in this letter last month and 
says: 
It is impossible to estimate the total amount of credit 

that has been used in Iowa in the last year for purchase of 
romotion stocks, that credit being represented by prom- 

sory notes. In effect the issuance of all these notes has 
constituted in itself an enormous inflation; it has vastly 
increased the amount of credit in circulation, for credit in 
cases like this circulates as truly as gold itself. Everybody 
now understands at least that high prices represent chiefl 
depreciation of the dollar, and that depreciation of the dol- 
lar is due to the fact that for every unit of consumption 
goods in the country today there are several times as many 
dollars in currency or credit circulating. 


The Attorney-General of the State of Iowa has 
made the statement that of $3,800,000 subscribed 
to the capital of the new packing company organ- 
ized at Des Moines, to which reference was made 
in this letter last month, about $1,000,000 went 
for promotion fees. 


Additional Branch Banks. 


The National City Bank of New York has re- 
cently opened three additional foreign branches, 
and the International Banking Corporation, 
(owned by The National City Bank) has opened 
one new foreign branch. The two organizations 
together now have a total of 85 branches—The 
National City Bank 56, and the International 
Banking Corporation 29. 

Opening of the City Bank’s branch in Nuevitas 
gives the Bank a total of 25 branches on the 
Island of Cuba alone. The Bank’s new branch 
at Madrid is its second in Spain, and its branch 
at Lima, Peru, gives it a total of twenty branches 
on the South American continent. By a mere 
coincidence the branch banking houses at Madrid 
and Lima—one at the capital of modern Spain, 
and one at the former capital of the Spanish 
empire in the New World—were opened on the 
same day. 

On April 12 the International Banking Cor- 
poration opened at Barahona its sixth branch 
in the Dominican Republic. 


Bond Market. 


April opened with a continuation of the con- 
ditions which prevailed during March, namely, 
steady prices and a broadening interest among 
investors. The market received a real test 
during the second week of the month when 
$50,000,000 Pennsylvania Railroad Ten Year 
7 per cent Bonds and $36,225,000 New York 
Central 7 per cent Serial Equipments were of- 
fered at par and interest and were promtly 
sold. 

During the middle of the month a reaction 
set in. Prices became irregular and continued 
so until the close. United States Government 
bonds, which had displayed a stronger ten- 
dency at the opening of the month were liqui- 
dated in large amounts, the selling being at- 
tributed to the necessity of large holders ob- 
taining funds as a result of high money rates. 
In spite of market conditions corporate is- 








sues were offered in substantial amounts, the 
tendency turning toward fixed maturity obli- 
gations rather than preferred stock issues. 
The appearance of 7 per cent coupons on the 
bonds of our standard railroad systems leads 
to an interesting comparison with conditions 
following the Civil War. The railroads at that 
time had to contend with a period of recon- 
struction and also with a tremendous national 
development. The following is a list of a few 
of the issues which were offered, together with 
the prices which were ruling in 1880 and 1890: 


Dated Due 1880 1890 


Central of New Jersey 

Cones TE ccovescenegenes - $15,000,000 1874 1899 106 121 

Chic., Burlington & Quincy 
ONS. TB....seeee 6e0eeceice 13,068,000 1873 1903 124 127 
Chic., Milwaukee & St. Paul 

CHO. Ube vensacvarcedccecse 7,304,000 1875 1905 115 126 
Chicago & Northwestern 

UL: hea cdaadaankedaeds 5,198,000 1865 1915 126 142 
Louisville & Nashville Cons. 

VE .cccecvecdeveesstoes eeeeee 7,070,000 1868 1898 117 118 
Michigan Central 7s..... --. 8,000,000 1872 1902 124 127 
New York Central & Hud- 

son River Ist 7s.......... 18,465,000 1873 1903 130 130 
Union Pacific R. R. Sinking 

Fund 88.........+.:+seee++ 13,639,000 1874 1893 116 116 
Morris & Essex Ist 7s..... a ,000,000 1864 1914 129 147 
Pennsylvania R. R. (Pitts. 

& St. L.) Ist 7s....ccceees 222,000 1868 1900 136 115 


Financial comment during the summer and 
fall of 1866, a year and a half after the close of 
the Civil War, was somewhat similar to pres- 
ent day articles on financial and economic con- 
ditions. The following quotation from a let- 
ter by Mr. McCulloch, Secretary of the Treas- 
ury in 1866, is taken from the Commercial & 
Financial Chronicle: 

“Since March 1865 the War has been brought to a suc- 
cessful conclusion and immense armies have been dis- 
banded. If no other nation ever rolled up a debt so rapidly, 
none, certainly, ever commenced the reduction of the debt so 
soon after its creation. If our currency is depreciated we 
have, so far, escaped the financial troubles that usually 
occur among nations at the close of expensive wars, and 
which, there was reason to apprehend, would happen to us 


at the termination of the great War in which we have been 
wee. If our taxes are heavy, our resources are almost 
u ed. 


“I do not disguise the fact that great financial difficul- 
ties are still to be overcome; that our present prosperity is 
rather apparent than real; that we are measuring values by 
a false standard and that we are, in fact, exposed to all 
the dangers which_attend an inflated Mayra stimulate 
speculation and extravagance and lead to thriftlessness and 
demoralization. Before the country becomes again really 
prosperous, the specie standard must be restored, prices 
reduced, industry stimulated, the products of the country 
increased and the balance of trade between the United 
States and other nations cease to be against us. That the 
country will be again thus really prosperous is as certain 
as anything in the future.” 

The combined average of 40 active corporate 
issues reported by the Wall Street Journal on 
April 27 was 74.09, compared with 77.68 for 


March 27 and 84.41 for April 27, 1919. 

While the closing weeks of April have dis- 
played pessimism in financial circles, neverthe- 
less conservative investors are realizing that 
the present offers exceptional opportunities 
for obtaining high yields on securities of our 
strongest corporations. They also realize that 
prices may go lower if the demand for capital 
continues, but the trend of bond prices, which 
has been tending downward for some time 
past, must eventually enter the upward swing. 








Investors are beginning to feel that through 
the- purchase of 7 per cent coupons today they 
will participate in a repetition of the financial 
history which followed the Civil War. 


Railroad and Corporate Issues, 


The outstanding feature of the railroad mar- 
ket was the prompt sale of the Pennsylvania 


and New York Central issues and the mainte- » 


nance of their prices in spite of the declines in 
general “issues during~the last -half of the 
month. Many high grade railroad bonds sold 
at, prices which yield less than Liberty Bonds 


at their low levels and ‘this would seem to in- © 


dicate that the rails have been purchased for 
permanent investment. The Supreme Court 
decision in the well known Reading case re- 
sulted in active speculation in Reading General 
4s, which advanced 9% points to 82% and 
Reading-Jersey Central 4s, which advanced 17 
points to 89. These advances served to 
strengthen the issues of: certain railroads 
which have been interested:in Reading ‘securi- 
ties. 

Industrial financing continued in a broad 
way in spite of discussions regarding the con- 
traction: of general business. Some of the 
larger offerings include: 


$50,000,000 Sinclair Consolidated Oil 744% Notes to yield 8% 
30,000,000 B. F. Goodrich Co. 7% Notes to yield 7.40% 


12,000,000 American Can 6 to 9 months Notes on a 744% , 


basis mr 
7,500,000 Associated Simmons Hardware Cos. 7% Notes to 
yield 744% : 23 ye! 
3,426,000 —— American Tank. Car 7% Equipments to 
yie “vee 
3,000,000 a Textile Corp. 7% Notes to yield 


Several industrial preferred stock issues 
were offered in small amounts yielding from 
7% per cent to 8 per cent.. Standard Oil Com- 
pany of New Jersey offered $100,000,000'7 per 
cent Preferred Stock to the stockholders at 
par. 

The largest offerings of public utilities in- 
cluded three telephone issues, namely: 
$25,000,000 Southwestern Bell Telephone of Missouri 7s to 


yield 7.60% ; , 
5,500,000 ‘Bell Telephone of Canada 7s to yield 7.50% 


1,000,000 Ohio State Telephone 7% Notes to yield from 


714% to 8% | 
Other public utility issues include: 


$10,000,000 Pacific Gas & Electric 7% Notes to yield 7.70% 
2,000,000 Buffalo General Electric 7% Notes to yield 7.60% 


2,000,000 Milwaukee Blectric Railway & Light 7% Notes” 


to yield 8% 
2,500,000 —— aad Light & Power 7% Notes to 
2,000,000 United Light & Railway 7% Notes to. yield 8% 
Government and Municipal Issues. | : 
The market for United States Government 
bonds was extremely erratic throughout. the 
month. Liberty 3%s, which at the opening 
reached a: high of 97.80 compared witha low 
of 94 in February, declined to 93 before the 
close. The fear that Congress might pass a 
bill-providing for-a soldiers’ bonus, thus ne- 


cessitating another bond issue, was frequently 
cited as a cause for the extreme liquidation, 
but the principal selling seemed to come from 
corporations which preferred to sell their Gov- 
ernment bonds rather than pay from 8 per cent 
to 10 per cent for money which they needed as 
working capital. Another important influence 
was undoubtedly the withdrawal of market 
support by the Treasury Department in con- 
nection with purchases for the 5 per cent 
Fund. The 4% per cent issues were heavily 
traded, the Fourth 434s reaching a low price 
of 844 to yield about 5.60 per cent, while the 
Victory 434s sold at 96 to yield about 6.15 per 
cent. 


The municipal market was fairly active with 
firm prices at the opening of the month and 
during the first week there was a substantial 
volume of new offerings, the largest being $7,- 
868,000 State of Massachusetts Serial 434 per 
cent and 5 per cent bonds at prices to yield 
from 4% per cent to 5 per cent. Last month 
an issue of $2,700,000 State of Massachusetts 
Serial 5s were sold at prices to yield from 
4.55 per cent to 5.25 per cent. The decline in 
the Government bond market found its reflec- 
tion in the municipal market and during the 
last half of the month the inquiry for munici- 
pals diminished materially. A number of im- 
portant issues which were advertised were not 
sold as a result of the interest rates being too 
low to allow their sale at par or better as re- 
quired by law. Canadian issues were in fair 


demand,.an issue of $6,800,000 Province of On- 
_tario Five Year 6s being offered on a 7.20 per 
‘cent basis. 





Federal Reserve Bank Discount Rates. 


-Rates. on paper discounted for member banks in effect 


April 27, 1920. 
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Trade acceptances 
maturing within 90 days 























Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
‘Atlanta 
Chicago 

St. Lotis 
Minneapolis 
Kansas City 
Dallas 

San Francisco 5 


5% 
5% 
5 
5% 
5% 
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Note—Rate on paper secured by War Finance Cor- 
poration bonds 1 per cent higher than rate on com- 
mercial paper shown in column 6. 
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